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Economic Situation in Finland 


Finland’s Ministry of Finance, in a recent economic 
survey, stresses that at present, when government 
finances are on firm ground, it may seem reasonable to 
talk about tax reductions or changes in social policy. 
However, instead of stimulating consumption, Finland 
should concentrate on structural changes in government 
finances, e.g., a change in the sales tax system, and 
adjustment of the subsidy system, and possibly intro- 
duction of a special cyclical system to build up reserves 
for financing an expansive budget policy in periods of 
low economic activity. Reform of the sales tax seems 
especially urgent, since this would strengthen the com- 
petitiveness of domestic production. 

During the spring and summer, economic activity has 
continued to rise, and, at least so far, prices have 
remained rather stable. These favorable developments 
are expected to continue in the near future. The in- 
creased demand for wood products has affected sales of 
sawn goods in particular; exports this year may amount 
to at least 1.1 million standards, against 950,000 
in 1959. In the paper industry, capacity has been 
utilized more effectively than previously because demand 
has been firmer and prices have risen somewhat. The 
volume of production, and also of exports, of paper 
products in the first five months of this year was 30 per 
cent higher than in the same months last year. 

In the period January-May, the value of total exports 
was Fmk 101 billion, Fmk 13 billion more than in the 
corresponding period in 1959, and the volume of ex- 
ports was about 18 per cent higher. Total imports in 
the first five months of the year, at Fmk 145.7 billion, 
were Fmk 46 billion more than in the same period 
of 1959; the volume of imports is estimated to have 
been 40 per cent higher. The most substantial increase 
was in imports of investment goods, but imports of 
raw materials and of production goods also increased 


IFC Investment 
Investment in Venezuela 

The International Finance Corporation (IFC) an- 
nounced on July 19 a commitment to invest US$3 mil- 
lion in Siderurgica Venezolana, S.A. (SIVENSA), a 
Venezuelan owned and managed company that operates 
a semi-integrated steel mill producing reinforcing bars 
and wire rods, most of which are used in the construc- 
tion industry. Shares of the company are traded on local 


considerably. Present estimates indicate a deficit of 
about Fmk 22 billion in 1960 in the trade account of 
the balance of payments, and a deficit of about Fmk 10 
billion in the current account. 

The largest increase in production has been in the 
forestry industry, where it has exceeded 17 per cent. 
A marked rise has also occurred in output of the manu- 
facturing industries, especially the export industries. 
Production of the investment goods industries has risen 
more than that of the consumption goods industries, 
which is characteristic of the present economic situ- 
ation. The rise in investment activity is reflected not 
only in the increased imports and production of invest- 
ment goods, but also in the figures for building activity 
which were 25 per cent higher in the first half of 1960 
than in the same period last year. The figures for indus- 
trial and commercial building show even more sub- 
stantial increases. 

The greater activity in private investment, the increase 
in imports, and a larger inventory build-up have in- 
creased the demand for short-term credit. In spite of a 
noticeable rise in bank deposits, there has been a grad- 
ual tightening of the money market, owing in part to a 
substantial rise in bank credit and in part to a decline 
in foreign exchange reserves. The liquidity position of 
the commercial banks has deteriorated markedly, and 
they have had to increase their rediscounts with the 
central bank. 

The financing of production has become one of the 
key questions in Finnish economic policy. The condi- 
tion for maintaining continued economic growth is that 
the financing of such growth should be accomplished 
without jeopardizing the value of the markka or the 
balance of payments. 

Source: Hufvudstadsbladet, Helsinki, Finland, July 15, 
1960. 


stock exchanges and are distributed among several 
hundred shareholders. 

The IFC investment will help finance a large-scale 
program designed primarily to reduce manufacturing 
costs, to upgrade and diversify the products, and to 
increase rolling capacity from 60,000 tons to more than 
90,000 tons annually. This program was started in 1958 
and is expected to be completed this year. Its total cost, 
including working capital, is estimated at $6.2 million. 





438 


Additional financing is being provided by a loan from 
the Corporaci6n Venezolana de Fomento and by an 
increase of share capital and retention of earnings. 

The IFC investment of $3 million will be in dollar 
notes maturing between 1962 and 1970, bearing 7 per 
cent interest payable in dollars. In addition, IFC will 
receive deferable interest related to profits, and an 
option on shares. 


IFC’s commitment is subject to completion of the 
necessary legal formalities. 


Investment in Finland 


Announcement was made by IFC on July 22 of a 
commitment to invest US$156,000 in a Finnish textile 
manufacturing group comprising the companies Tricol 
Oy and Oy Kutomotuote Ab. The group is one of Fin- 
land’s largest producers of knitted goods, with sales 
in 1959 totaling the equivalent of about US$2.6 million. 

The investment will help finance the construction and 
operation of a new plant, expansion of production, and 
relocation of part of the group’s operations. The total 
cost of the project is about $825,000. In addition to 
the IFC investment, the equivalent of about US$500,000 
is being provided by loans from Finnish banks and 
financial institutions. The remainder is to be provided 
by the group’s operations. 


The IFC investment will be in dollar notes maturing 
between 1962 and 1968 bearing 6.75 per cent interest 
payable in dollars. In addition, IFC will receive in 
Finnish markkas payments related to the company’s 
sales. 

IFC’s commitment is subject to completion of the 
necessary legal formalities. 

Sources: International Finance Corporation, Press Re- 
leases, Washington, D.C., July 19 and 22, 
1960. 


Europe 


Economic Situation in the United Kingdom 


The U.K. Chancellor of the Exchequer, Mr. Heath- 
coat Amory, in discussing in Parliament the U.K. 
economic situation, said that events since the budget 
was introduced (see this News Survey, Vol. XII, p. 325) 
had borne out the expectations he then had formed; 
indeed, the signs of strain have developed slightly fur- 
ther than he had expected. The continued increase in 
demand has shown itself in the pressure on manpower. 
There are also signs of shortages of some industrial 
materials and some lengthening of delivery dates, with 
its damaging effects on exports. He stated that he could 
not rest content with a situation where internal demand 
continues to grow but exports are not showing any 
signs of rising. He said that some critics have claimed 
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that it is unnecessary to do anything because demand 
will soon have begun to moderate, but the evidence for 
such a view seems to him quite insufficient. Total 
demand seems likely to be still definitely on the increase. 
As always in these matters, he pointed out, it is a 
choice of two risks. There is a chance that demand 
will overspill and have dangerous effects on the stability 
of prices, on industry, and on the balance of payments. 
On the other side, there is the risk that government 
intervention might adversely affect production for some 
time. Faced with the choice of these two risks, the 
Chancellor emphasized that remedial government action 
is the only safe course to take. He pointed out that he 
has a strong desire to see industrial development con- 
tinue to expand. He does not expect the measures he 
has taken to have more than a marginal effect on indus- 
trial investment. In the public sector, investment has 
grown from £1,470 million in 1958-59 to £1,620 mil- 
lion in 1959-60, and the latest estimate for 1960-61 
is £1,730 million, compared with £1,675 million given 
in the Economic Survey (Cmnd. 976). The rate of 
investment in public investment expenditure is now 
leveling off, and no drastic cutting will be required 
to hold the total for 1961-62 at the level that has been 
announced (see this News Survey, Vol. XII, p. 405). 


Source: The Times, London, England, July 12, 1960. 
U.K. Trade 


Provisional trade figures for the United Kingdom 
show a marked widening of the trade deficit in June, 
to £99 million, the largest since January 1957. Exports 
in June were £275 million, re-exports £10 million, and 
imports £384 million. On the basis of the Board of 
Trade’s adjustment for normal seasonal factors, it is 
estimated that exports in the second quarter of the year 
were running some 3 per cent lower than in the first 
quarter. On the same basis, imports were about 2 per 
cent greater than in the first quarter. 

The Times comments that imports have naturally 
been at a high level this year as industry has rebuilt its 
stocks to cope with the rising demand from the home 
market. It was hoped that once this phase was over and 
imports began to level off, which they are now showing 
signs of doing, exports would continue to rise and gradu- 
ally narrow the trade deficit. These hopes, the Times 
says, are now being disappointed. 


Source: The Times, London, England, July 15, 1960. 


U.K. Gilt-Edged Market 


In the first quarter of 1960, the U.K. authorities 
absorbed a net £269 million of gilt-edged stock from 
investors. In the corresponding quarter of 1959, the 
authorities absorbed a net £60 million of stock. This is 
the background against which the Bank of England in 
February changed its tactics in the gilt-edged market 
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(see this News Survey, Vol. XII, p. 270). The effect of 
these purchases of securities is shown by the fact that the 
Exchequer was able to redeem only £281 million of 
treasury bills in the first quarter of 1960, against 
£581 million in the same period of 1959. The Times 
suggests that nonclearing bank investors sold about 
£50 million of stock in the first quarter of 1960 and 
that most of the purchases by the authorities were due 
to reductions in the holdings of the clearing banks. 
However, in the first quarter of 1959, nonbank investors 
purchased more than £100 million of gilt-edged stock. 
The Times suggests that official figures for the second 
quarter of 1960 may again show net “disfunding.” 
Apart from any other factors, the clearing banks were 
reducing their portfolios to help finance the first lodg- 
ment of funds in special deposits with the Bank of 
England. However, it seems that from the beginning of 
July the authorities have been able to sell stock to the 
market on quite a heavy scale. The U.K. Treasury has 
announced a cash issue of £300 million of 5% per cent 
treasury bonds, 1962, at 99. 


Sources: The Times, July 12 and 13, 1960, and The 
Economist, July 16, 1960, London, England. 


Netherlands Credit Policy 


On July 19 the Netherlands Bank decided to raise 
the cash reserve percentage for commercial banks from 
7 per cent to 8 per cent, effective July 22. The decision 
is interpreted as a consequence of the uninterrupted 
increase in the foreign exchange reserves of the Nether- 
lands, which during the first half of 1960 rose by more 
than f. 400. million, to about f. 5.6 billion. 

Source: Het Financieele Dagblad, Amsterdam, Neth- 
erlands, July 21, 1960. 


Nordic Council Meeting 


One of the main questions to be discussed by the 
Nordic Council at its meeting in Reykjavik from July 28 
to 31 is a proposal that the Nordic countries aim at a 
joint solution of the problems connected with fishing 
boundaries. The proposal has been submitted to the 
Council by a number of prominent members of the Par- 
liaments of Norway, Sweden, and Finland, and it is 
expected to be the subject of exhaustive discussion. 

The Council will also discuss the important subject of 
how best to promote closer economic cooperation be- 
tween the five Nordic countries in order to make possible 
the gradual harmonization of some aspects of the coun- 
tries’ economic policies—in particular, trade policy 
cooperation. 

Another field for closer cooperation is production, 
and senior officials from the Nordic countries are now 
investigating related questions, among them the possi- 


bility of cooperation in planning agricultural production. 


The Nordic Council is a forum where ministers of 
the Nordic Governments and members of the five Nordic 
Parliaments meet to discuss questions of common inter- 
est. It has no power to take any administrative decisions, 
but it acts purely as an advisory body for the Govern- 
ments and Parliaments. 


Source: Norges Handels og Sj@fartstidende, 


Norway, July 21, 1960. 
Use of Swedish Savings Bank Passbooks in Finland 


An agreement has been concluded whereby Swedish 
travelers in Finland will be able to use Swedish savings 
bank passbooks to obtain Finnish currency. Thus with- 
drawals of up to SKr 150 per day (US$29) or 
SKr 4,000 ($775) per month on Swedish savings bank 
passbooks may now be made in all the Nordic countries. 
(See also this News Survey, Vol. XH, 'p. 199.) 
Source: Hufvudstadsbladet, Helsinki, Finland, July 13, 

1960. 


Oslo, 


Reform of Spanish Customs Tariff 
The Spanish Tariff Law promulgated by the Chief of 
State on May 1, and passed by the Cortes, was pub- 
lished in the State Gazette of May 14. The new law is 
described as an indispensable part of the stabilization 
policy introduced by the Government to reactivate and 
develop the economy. It is intended to abandon all the 
administrative and bureaucratic obstacles that have been 
hindering trade; these obstacles were part of the inter- 
ventionist policy followed since the Civil War and 
believed to have been made necessary by the circum- 
stances of the time. Control of imports through quotas 
and the issue of import licenses is to be replaced by 
control through customs duties. The Brussels Tariff 
Nomenclature is to be adopted, and ad valorem duties 
will replace the specific duties which appeared in previ- 
ous tariffs. The Tariff Law will be supplemented by a 
Book of Tariff Rates to be published in the near future. 
The Minister of Commerce has stated that the general 
average of protection to be afforded by the tariff will 
be about 25 per cent. 
Source: Departamento Extranjero del Banco Central, 
Boletin Informativo, Madrid, Spain, June 1960. 


German Foreign Trade 


The German export surplus in June amounted to 
DM 169 million, the smallest monthly surplus since 
January 1958. Imports were DM 3.6 billion, 25.7 per 
cent higher than in June 1959, and exports were 
DM 3.8 billion, 12.4 per cent higher than a year earlier. 

In the first half of 1960, imports totaled DM 20.6 bil- 
lion, an increase of 25.2 per cent compared with the 
corresponding period of 1959, and exports reached 
DM 22.9 billion, an increase of 20.9 per cent. The 
trade surplus thus declined to DM 2.3 billion, from 
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DM 2.5 billion in the first half of last year. As the unit 

value of both imports and exports has remained practi- 

cally unchanged since 1959, the volume of foreign 
trade in the first half of this year increased at about 
the same rate as its value. 

Sources: Handelsblatt, Diisseldorf, Germany, July 21, 
1960; Deutsche Bundesbank, Ausziige aus 
Presseartikeln, Frankfurt am Main, Germany, 
July 22, 1960. 


Gold Coin Prices in Germany 

The price of a 20-mark gold coin in Frankfurt, which 
in early June had been DM 55, rose to DM 61 at 
the beginning of July and then remained at this high 
level. This price rise is not to be interpreted as in any 
way an indication of either an actual or an anticipated 
reduction in the purchasing power of the deutsche mark. 
The price of bar gold has remained unchanged in Ger- 
many, and lately prices for foreign gold coins have 
tended to weaken slightly. The high price of the 20-mark 
pieces reflects their genuine scarcity or their value as 
collectors’ items. 
Source: Handelsblatt, Diisseldorf, Germany, July 18, 

1960. 


Middle East 
Budgets of Egyptian Region, U.A.R. 


Public spending in the Egyptian Region of the United 
Arab Republic in the fiscal year 1960-61 (the fiscal year 
begins July 1) is estimated at a total of LE 700 million 
—LE 301 million in the ordinary budget, LE 286 mil- 
lion in the development budget, and LE 113 million 
in autonomous and attached budgets. Compared with 
fiscal 1959-60, estimated expenditure in the ordinary 
budget shows an increase of LE 26.1 million, and esti- 
mated expenditure in the development budget is higher 
by LE 187.7 million. The higher ordinary budget ex- 
penditure reflects increases in subsidies for exports 
(LE 4.9 million), in the public debt service (LE 4.2 mil- 
lion), in the contribution to the unified budget 
(LE 2.2 million), budgetary support to the Syrian 
Region (LE 2.5 million), contribution to local govern- 
ments (LE 1 million), and increases in the size and 
benefits of the civil service. The ordinary budget in- 
cludes a contribution of LE 98.1 million toward the 
financing of the Central U.A.R. budget for 1960-61, 
which amounts to LE 128.7 million. The large increase 
in development budget expenditure is due in part to a 
transfer of development activities to this budget from 
the ordinary budget as well as autonomous and attached 
budgets, and also to the development activities of sepa- 
rate and independent public and semipublic entities, 
such as the Suez Canal Authority, the Economic Organi- 
zation, and the Misr Bank Group. Classified by fields 
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of expenditure, the development budget of LE 286 mil- 
lion for the new year allocates LE 70.1 million for 
agriculture, irrigation, and drainage (including the 
Aswan High Dam project), LE 93.1 million for indus- 
try (including electricity), LE 65.6 million for transpor- 
tation and communications (including the Suez Canal), 
and LE 57.0 million for housing and public utilities and 
services. The estimated total expenditure of LE 700 mil- 
lion is distributed as follows: LE 103 million for national 
security and justice; LE 170 million for industry, petro- 
leum, and electricity; LE 117 million for social services, 
public utilities, and housing; LE 90 million for agricul- 
ture and agricultural expansion; LE 100 million for 
transportation and communications; and LE 120 mil- 
lion for all other purposes. 

Revenue in the ordinary budget is estimated at 
LE 370.9 million in the new fiscal year, an increase of 
LE 49.4 million over estimated revenue in fiscal 1959-60. 
The increase is to be achieved largely without additional 
taxes or increased tax rates. It will be due mainly to 
increased receipts from the expanding public entities as 
well as to the expected increase in economic activity 
and imports. Some changes in income and inheritance 
taxes were introduced, shifting the major part of their 
burden away from lower income groups. Rates on in- 
heritance taxes were raised; larger exemptions and lower 
rates in the various types of income taxes were provided 
for the lower income brackets; and higher rates were 
introduced for the upper income brackets. It is estimated 
that these changes will result in a transfer of LE 2 mil- 
lion in favor of the lower income group. The ordi- 
nary budget for fiscal 1960-61 provides for a surplus 
of LE 69.9 million, compared with an estimated 
LE 27.7 million surplus in 1959-60, to be used as 
partial financing for the development budget. Apart 
from the surplus on the ordinary budget, no details 
have been published on the means of financing the 
development budget. A contribution will be made by 
the independent public and semipublic entities; the 
remainder will be financed by external as well as internal 
credit facilities. The autonomous and attached budgets 
are generally self-supporting. On balance, a small sub- 
sidy is involved and is shown as expenditure in the 
ordinary budget. 

In explaining the new budgets, the U.A.R. Central 
Minister of the Treasury stated that they reflect a 
maximum effort to increase the productive base of the 
country and gradually to reduce sharp differences in 
individual wealth and income. The development budget 
has been coordinated with the new five-year develop- 
ment plan (July 1960-June 1965) for the Egyptian 
Region, which has as its objective an increase in the 
national income by 40 per cent over the period. The 
five-year plan envisages the investment of LE 1,577 mil- 
lion by the public and private sectors, or an annual aver- 
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age of LE 315 million. The development budget for 
the first year of the plan provides for investment of 
LE 286 million by the public and semipublic sectors. 
The Minister stressed that, although a major part of 
the national investment budget has to be provided by 
the public sector, the Government appreciates the role 
played by the private sector, which is expected to pro- 
vide about 20 per cent of total national investment in 
the current fiscal year. 


An objective of economic policy in the Egyptian 
Region has been the maintenance of the external value 
of the Egyptian pound and the development of an im- 
proved balance of payments position. The new budget 
includes about LE 5 million for the support and im- 
provement of exports from the Region. The discount 
on the Egyptian pound for cotton exports, which was 
set at 23 per cent in September 1959, has gradually 
been reduced to the current level of 11.5 per cent. 
Beginning with the new cotton season (September 1, 
1960), this discount will be lowered further, to 6 per 
cent. The foreign exchange premium for imports and 
other outgoing payments, which was set at 27.5 per 
cent in September 1959, was lowered to 20 per cent in 
January 1960, and effective July 4, 1960 it was lowered 
to 10 per cent. Concomitant with the latter change, 
the customs statistical fee on imports was raised from 
1 per cent to 5 per cent. These changes in exchange rate 
policy will help reduce the cost of the development plan 
as well as of imported consumption goods. In addition, 
the importation of a number of nonessential goods which 
are currently on the prohibited list will be authorized, 
but such goods will be subject to a large additional 
customs duty. 


Sources: Al Ahram, Cairo, Egypt, July 4, 5, and 6, 


1960; Middle East Economic Digest, London, 
England, July 8 and 15, 1960. 


Land Reform in Egyptian Region, U.A.R. 

The Egyptian Land Reform Law of 1952 fixed the 
maximum size of individual land holdings at 200 fed- 
dans (1 feddan = 1.038 acres) and provided for the 
requisitioning and redistribution within five years of 
areas in excess of this limit. The aggregate area to 
which the Law was applicable was about 600,000 fed- 
dans, or 10 per cent of the cultivated area of Egypt. 
Of this total, owners were permitted to dispose of 
145,000 feddans either by transfers of up to 100 feddans 
to their children or by selling to small farmers subject 
to certain conditions. The requisitioned areas were 
therefore 445,000 feddans, of which 109,000 feddans 
were excluded from redistribution, either as barren 
land, needed for public works or housing projects, or as 
land subject to litigation. By 1959 about 295,000 fed- 
dans had been actually distributed among 111,000 farm- 


ers, and the remaining 41,000 feddans were being made 
ready for distribution. 

The area to be redistributed was increased by a law 
of 1957, under which Wakf lands were to be taken 
over for redistribution by the Agrarian Reform Com- 
mittee within a period of three years. This law was 
applicable to 74,000 feddans, of which 19,000 feddans 
were excluded and 51,000 feddans had been distributed 
by the end of 1959. 


The Law of 1952 provided that compensation equal 
to ten times the rental value of the expropriated area 
plus the value of the establishments on the land would 
be made to former landowners. It was to be settled in 
government bonds bearing 3 per cent interest and 
redeemable within 30 years. The prices paid by new 
owners were fixed on the basis of this compensation 
plus 15 per cent for expenses of requisitioning and 
distribution. In 1958 the installments to be paid by new 
owners were considerably reduced when the redemption 
period for the government bonds was prolonged to 
40 years and the rate of interest lowered to 1% per cent. 


Source: National Bank of Egypt, Economic Bulletin, 
Volume XIII, No. 1 (1960), Cairo, Egypt. 


Budget of the Sudan 

The Sudan’s budget for the fiscal year beginning 
July 1, 1960 provides for ordinary expenditure of 
LSd 47.8 million from revenue estimated at LSd 56.2 mil- 
lion, yielding a current surplus of LSd 8.4 million. Both 
the revenue and the expenditure estimates are the high- 
est on record. Compared with the previous budget, 
ordinary expenditure has been increased by LSd 5 mil- 
lion, and revenue estimates are higher by LSd 13.3 mil- 
lion. The chief sources of revenue are customs duties, 
export taxes, the Government’s share in agricultural 
schemes, and its revenue from the sugar monopoly. As a 
result of the improved position of the Sudan’s cotton, 
the Government has decided to reduce the rate of cus- 
toms duties on machinery and building materials from 
40 per cent to 25 per cent ad valorem. 

It is expected that the entire current surplus of 
LSd 8.4 million will be absorbed in financing the local 
cost of the development program. The total cost of the 
program during 1960-61 is estimated at LSd 24.4 mil- 
lion, the highest on record. Of this amount, LSd 8.4 mil- 
lion is allocated to the completion of the Managil 
Extension, for which a loan of US$15.5 million was 
recently obtained from the International Bank for 
Reconstruction and Development (see this News Sur- 
vey, Vol. XII, p. 396); LSd 1.6 million is allocated 
to cover the cost of preliminary work on the Roseiris 
Dam, LSd 2.4 million for the Khasm el Girba Dam, 
LSd 1.0 million for the Sennar Dam hydroelectric proj- 
ect, and LSd 1.0 million for the Sudan’s first sugar 
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mill at Guneid; and the remaining LSd 10.0 million is 
being allocated to a large number of projects covered 
by the New Schemes Program. 

To meet an over-all deficit of about LSd 16 million 
on account of both ordinary and development expendi- 
ture, the Government expects to receive credits and 
grants from abroad. 


Source: Middle East Economic Digest, London, Eng- 
land, July 1, 1960. 


Far East 
Indian Oil Imports 


Under an agreement between representatives of the 
Government of India and the Government of the 
USS.R., the latter will supply India with 1.5 million 
tons of petroleum products, mainly kerosene and high- 
power diesel oil, during the next three and a half years. 
Payment will be in Indian rupees and will amount to 
Rs 200 million (US$42 million), the average price of 
the products to be imported being Rs 150 ($31.50) 
per ton. 


Separate negotiations are in progress for the import 
of Soviet crude oil to be refined at new Indian refineries 
now in the planning stage (see this News Survey, 
Vol. XII, p. 411). Two of the three Western oil com- 
panies with refineries in India have offered the Govern- 
ment of India price concessions on crude oil; all three 
companies had earlier advised the Government of their 
unwillingness to refine Soviet crude oil. 


Sources: The Washington Post and Times-Herald, 
Washington, D.C., July 16, 1960; The 
Journal of Commerce, New York, N.Y., 
July 18, 1960. 


Government Loans in Ceylon 
A Rs 15 million (US$3.1 million) development loan 
of the Government of Ceylon was opened for subscrip- 
tion on July 16. The loan, carrying an interest rate of 
2% per cent and repayable in seven years, was issued 
at Rs 99. A sinking fund has been established, and the 
half-yearly contribution will start in July 1961. Three 
development loans, with maturities of 16-20 years and 
interest of 3% per cent, have been issued so far this 
year—Rs 35 million in April, Rs 25 million in May, 
and Rs 20 million in June. 
Sources: Central Bank of Ceylon, Bulletin, April and 
June 1960, and Ceylon News, July 14, 1960, 
Colombo, Ceylon. 


Malayan Import Restrictions 
The Government of the Federation of Malaya has 
decided to prohibit from August | the import into the 


Federation of all goods of South African origin. The 
official statement said that “this step has been taken 
only after very careful consideration of the various 
implications of this country’s obligations under the 
General Agreement on Tariffs and Trade.” 


During 1959, the Federation’s imports from South 
Africa totaled M$17.1 million, and exports to South 
Africa amounted to M$15.9 million. The Federation’s 
main imports from South Africa are canned fish, wheat 
flour, preserved vegetables, beverages and tobacco, 
sodium arsenite, and calcium carbide. 


Sources: The Times, London, England, July 8, 1960; 
The Straits Budget, Kuala Lumpur, Malaya, 
July 13, 1960. 


Cambodia's Export and Import Programs for 1960 

Cambodia’s export and import programs for 1960, 
approved by the Economic and Financial Committee on 
February 11, estimate that exports for the year may 
amount to 2,085 million riels and imports to 2,685 
million riels, leaving a deficit of 600 million riels. Cam- 
bodia’s own exchange resources and foreign aid will 
finance 2,465 million riels worth of the total imports; 
the remainder will be imported with EFAC balances 
or through barter. U.S. aid for 1960 is listed at 654 
million riels. 


Rubber (valued at 828 million riels), rice (597 mil- 
lion riels), and corn (249 million riels) will together 
account for 80 per cent of total exports. The most 
important groups of import products will be motors 
and machinery (16 per cent of total), textiles (13 per 
cent), and foodstuffs, metal products, and chemicals 
(10 per cent each) 

Source: Banque Nationale du Cambodge, Bulletin 
Mensuel, Phném-Penh, Cambodia, February 
1960. 


Small Industry Loans in China (Taiwan) 


On behalf of the Council for United States Aid 
(CUSA), a Sino-U.S. agency under the Executive 
Yuan, the Bank of Taiwan signed a contract on June 27 
with three of Taiwan's leading commercial banks to 
handle small industry loans totaling NT$82.5 million 
for the fiscal year 1961. The three banks are the First 
Commercial Bank, the Hua Nan Commercial Bank, and 
the Chang Hua Commercial Bank. Under the terms 
of the contract, CUSA will allocate aid funds to the 
amount of NT$66 million to the three commercial 
banks in equal sums for relending to local small indus- 
tries. The banks themselves will make available in 
equal shares the remaining NT$16.5 million. The loan 
arrangement is for the purpose of encouraging private 
investment in local small industries. A company apply- 
ing for a loan is required to finance half of the cost 
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of its project. Loans will be granted in amounts rang- 
ing from NT$0.2 million to NT$3.0 million, and will 
carry interest at 18 per cent per year, payable monthly. 
Quarterly installment repayments of the loan may be 
made over a period of eight years. The entire NT$82.5 
million is to be loaned out before June 30, 1961 and 
to be repaid by June 30, 1969. The contract stipulates 
that the loans are to be granted specifically for the 
purchase of productive equipment, construction of 
plants, and other approved purposes. They may not be 
used as working capital or to pay for projects initiated 
by applicants before applying for a loan. 

Source: Chinese News Service, Press Release, New 

York, N.Y., July 6, 1960. 


Trade Between Japan and United Kingdom 


After five months of negotiation, new arrangements 
have been signed for U.K.-Japanese trade for the period 
ending March 31, 1961. It is estimated that British 
exporters will have the opportunity of increasing their 
sales to Japan by £3.5 million a year, while the value 
of British imports from Japan may rise by about 
£2.5-3 million. The arrangements provide for the estab- 
lishment by Japan of substantially enlarged global 
quotas for many of the goods still subject to control 
and some quotas for goods which previously could not 
be imported at all. The United Kingdom has increased 
quotas for a number of items including certain types of 
textiles, canned and bottled fruit, cameras, toys and 
sports goods, plastic materials, etc. 


Source: The Times, London, England, July 16, 1960. 


Loan fo Japan from Export-import Bank 

The Export-Import Bank of Washington has an- 
nounced that an agreement with the Bank of Japan 
was signed on July 6 under which the Eximbank will 
extend a one-year $40 million loan to Japan for 
financing the export of U.S. raw cotton to Japan during 


the crop year beginning August 1, 1960. It is the 
twelfth credit covering cotton purchases approved for 
Japan since 1948, bringing total Eximbank financing 
of cotton purchased by Japan to approximately $615 
million. 


The Export-Import Bank also announced the authori- 
zation of a ten-year credit of $12 million for the expan- 
sion of Japan’s automotive industry. The credit is in 
favor of the Toyoto Motor Company, Ltd., of Toyoto 
City. As part of an over-all $80 million plant expan- 
sion program, the Eximbank loan will help finance 
purchases of U.S. machine tools and other equipment. 


Source: The Export-Import Bank of Washington, 
Press Release, Washington, D.C., July 6, 1960. 


United States and Canada 


U.S. Government Budget 


For the fiscal year ended June 30, 1960, the U.S. 
Government had a budgetary surplus of $1.1 billion. 
Last January, the surplus was estimated at $200 mil- 
lion. Budget expenditures were $1.1 billion below the 
January estimate, and receipts were $200 million lower. 
For the fiscal year ended June 30, 1959 there was a 
deficit of $12.4 billion. The cash surplus for the fiscal 
year just ended was $702 million; for the preceding 
fiscal year, there had been a deficit of $13.1 billion. 


The major reductions in expenditures from the 
January estimate were those of the Export-Import 
Bank, Veterans Administration, Department of Agri- 
culture, and Treasury Department (the last mainly on 
account of smaller interest payments on the public 
debt). While individual income tax receipts were 
higher than estimated earlier, receipts from corporate 
income taxes were considerably less. 

Sources: Treasury Department and Bureau of the 
Budget, Press Release, July 20, 1960, and 
Economic Indicators, July 1960, Washington, 
D.C. 


Canadian Capital Expenditures 

The June survey of capital expenditure intentions in 
Canada states that Canadian business, institutions, 
governments, and households expect to spend $8.7 bil- 
lion in 1960. This represents only a slight decrease 
from the plans announced at the beginning of the year 
and a 4 per cent increase over the $8.4 billion spent 
in 1959. In total, capital expenditures in Canada in 
1960 are expected to return to the record 1957 level. 

The major revisions from the January survey are in 
the housing and machinery categories. Housing expen- 
ditures are estimated at $1.6 billion, about 7 per cent 
smaller than indicated previously. Current estimates 
call for a housing program 11 per cent below last year’s 
level. Plant outlays for other types of construction 
involve a 5 per cent rise over 1959. Machinery and 
equipment expenditures have been revised upward by 
2 per cent, to $2.9 billion, an increase of 11 per cent 
over similar outlays in 1959 and only fractionally below 
the all-time record of 1957. 


Business investment is now expected to be 8 per 
cent above that in 1959, compared with the 6 per cent 
increase envisioned last January. The upward cor- 
rection is recorded mainly in the resource-based forest 
and mineral products industries, which now expect to 
spend 26 per cent more than in 1959. Plans for invest- 
ment by other major industries have remained sub- 
stantially unmodified. On the other hand, upward 
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revisions of investment plans for the business sector 
are likely to be more than offset by a lower rate of 
spending for housing and social capital than had pre- 
viously been expected. Expenditures on housing and 
social capital will be 2 per cent below 1959, compared 
with the 2 per cent increase deemed likely in January. 
Source: Department of Trade and Commerce, Private 
and Public Investment in Canada, Outlook 
1960, Mid-Year Review, Ottawa, Canada. 


Latin America 


DLF Loan fo Peruvian Association 

The U.S. Development Loan Fund (DLF) an- 
nounced on July 13 the signing in Peru of a $2 million 
loan to the Asociacién Mutual de Créditos para Vivi- 
enda Peru, a privately owned mutual savings and loan 
association in Lima. Of the funds loaned, $1 million 
will be made available from DLF resources and $1 mil- 
lion from Peruvian soles made available to DLF under 
Public Law 480. The funds will aid the association 
in making loans for the financing of privately owned, 
low- and medium-priced homes. 

The association is owned by its depositors, who com- 
prise a broad cross section of Peruvian businessmen, 
private companies, and individual small savers. It was 
originally promoted as a means of solving through 
free enterprise the pressing housing problems arising 
from the rural-to-urban shift of population that has 
followed industrial development in Peru. 


Source: Development Loan Fund, Press 
Washington, D.C., July 13, 1960. 


Release, 


Cost of Living in Argentina 
The official cost of living index for Buenos Aires 
showed a rise of only 0.17 per cent in June, the smallest 
rise in any month since January 1959 when the present 
stabilization program started. Immediately after the 
introduction of this program, prices rose sharply as a 
result of the heavy depreciation of the exchange rate 
and the elimination of subsidies and price controls. 
However, as the program has progressed, the rate of 
price increase has steadily declined. In the second 
quarter of 1960, the monthly average increase in the 
cost of living index was 0.8 per cent, compared with 
12.6 per cent in the first quarter of 1959. In the first 
half of 1960, the index showed a cumulative increase 
of 7 per cent, compared with 75 per cent in the first 
half of 1959 and 15 per cent in the second half. 
Sources: International Monetary Fund, /nternational 
Financial Statistics, Washington, D.C., vari- 
ous issues; La Nacioén, Buenos Aires, Argen- 
tina, July 12, 1960. 


Other Countries 
Australian Budget Results 


The Australian Federal Government ended the fiscal 
year to June 1960 with a cash deficit of £A 28.9 mil- 
lion, £A 32.1 million less than estimated in August 
1959 (see this News Survey, Vol. XII, p. 65). The 
Federal Treasurer said that tax receipts in 1959-60 
had been £A 39 million greater than provided for in 
the budget, as incomes and spending had increased 
more rapidly than expected. Sales of most taxable 
goods, especially motor vehicles, were very buoyant 
during the year, and sales tax collections were 
£A 14.2 million more than the budget estimate of 
£A 150 million. Receipts from customs duties, follow- 
ing the progressive removal of import restrictions, 
were £A 8.7 million greater than the estimate, and 
collections from excise duties and income tax were 
£A 5.9 million and £A 7.4 million higher, respectively. 
Expenditure ordinarily charged to Consolidated Reve- 
nue Fund exceeded the budget estimate by £A 17.2 
million; of this increase, £A 11.8 million represented 
payments associated with increases in Australia’s quota 
in the International Monetary Fund and the Inter- 
national Bank for Reconstruction and Development. 


Source: Australian Financial Review, Sydney, Aus- 
tralia, July 14, 1960. 


South Africa's Exchange Reserves 


South Africa’s gold and foreign exchange reserves 
increased during the week ended July 15 by £1.8 mil- 
lion, to £108.8 million; this was the first weekly in- 
crease recorded since March 18. The July 15 figure 
was more than £44 million below the figure for 
March 18. 


Source: The Times, London, England, July 21, 1960. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
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expressed are taken from the sources quoted and are not 
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